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On the Cover 

Commercial Motor Freight terminals, providing 
the service shippers expect from Ohio's largest 
intrastate carrier, are centers ot constant 
activity night and day as shipments are loaded 
into city and road units lor around-the-clock 
delivery. 
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Report to Shareholders 


Fiscal 1971 was a good year for the company. 

Earnings from operations nearly doubled those of the 
preceding year. An important acquisition was 
completed and discussions leading to a second one 
were undertaken. Of major significance in terms of 
future earnings potential, the company’s debt was 
reduced and refinanced under favorable terms which 
greatly lower our interest expenses. Revenues and 
income from operations of Commercial Motor Freight, 
which accounted for 58 per cent of total revenues 
during the year, rose to record levels. 

Net corporate income for the 12 months ended 
June 30,1971 amounted to $782,652, or 18 cents a 
share, on sales and revenues of $58,061,175. In fiscal 
1970, Banner earned $388,436, or nine cents a share, 
and realized an extraordinary gain of $392,000, or 
nine cents a share, for total net income of $780,436, 
or 18 cents a share. Sales and revenues in fiscal 1970 
totaled $58,992,391. 

A major portion of fiscal 1971’s earnings, $432,777, 
or 10 cents a share, on sales and revenues of 
$15,161,677, were recorded in the fourth quarter. This, 
in large measure, reflects our refinancing and the 
lower level of interest charges, as well as the effects 
of profit improvement programs. 

The year’s results are particularly rewarding, we 
believe, in view of the economic conditions which 
existed during fiscal 1971. The high level of 
unemployment and the decline in consumer 
confidence with resultant cutbacks in capital goods 
expenditures penalized our revenues because a 
significant portion of our business depends on 
industrial expansion for its growth. Our Advance 
Foundry division, a supplier to the automotive and 
machine tool industries, was particularly affected. Our 
Patterson-Ludlow Division, which produces such 
heavy equipment products as large mills, blenders 
and mixers for industry, also experienced difficulties 
in part because of the economy. However, our 
recently completed acquisition of Eaton Corporation’s 
heavy duty industrial truck line and our pending 
acquisition of Golden Anderson Valve Specialty 
Company, Inc. can be expected to benefit Advance 
Foundry and Patterson-Ludlow in the year now 
underway, increasing use of their production 
capabilities. The proposed investment credit also 
could stimulate sales of Patterson-Ludlow as well as 
those of our other divisions. 
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Refinancing 

In March, Banner repaid GAC Commercial 
Corporation the outstanding balance on a $15,000,000 
loan obtained from GAC Commercial in February 1969 
by Banner’s Commercial Motor Freight subsidiary. 
Funds for the retirement of the loan included a 
$6,530,000 term loan payable over about six-and-a- 
half years at two percentage points above prime 
interest rate but not less than nine per cent. This 
loan was provided by Chase Manhattan Bank, Union 
Commerce Bank of Cleveland, and Ohio National 
Bank of Columbus. 

An additional $4,000,000 was obtained from 
long-term mortgage loans on properties of 
Commercial Motor Freight from 10 to 22 years at 
interest rates ranging from eight per cent to 
nine-and-a-half per cent with the average interest rate 
being eight-and-three-quarters per cent. The 
remaining balance was paid from a portion of 
proceeds from sales-leaseback transactions and 
internal funds. 

The benefits of this refinancing, which 
reduced the interest rate on Banner's borrowing from 
a little over 12 per cent to just under nine per cent, 
were accrued only in the fourth quarter. The full-year 
impact of this interest reduction on cash flow and on 
earnings can be expected to have a positive influence 
in fiscal 1972. 

Acquisitions 

During the final quarter of fiscal 1971, Banner 
acquired Eaton Corporation's line of heavy duty 
industrial trucks. Under the terms of the agreement, 
Eaton will continue to market these specially 


engineered industrial trucks under its Yale name 
through its worldwide distribution organization. An 
important aspect of this acquisition is the similarity in 
techniques required to produce these industrial trucks 
and those needed to manufacture our small industrial 
and mining locomotives. 

We gained additional manufacturing space for this 
product line by merging the foundry operation of our 
Fate-Root-Heath division into our Advance Foundry 
division. This move also will permit us to make much 
better use of the Advance Foundry capacity. 

Following the end of fiscal 1971, Banner announced 
its proposed acquisition of Golden Anderson Valve 
Specialty Company, Inc. of Pittsburgh, Pennsylvania. 
Golden Anderson is recognized as a leader in the 
manufacture of special automatic valves used 
extensively in municipal and industrial water and 
sewage treatment plants, shipbuilding, water pollution 
control and power industries, as well as of rotary 
actuators for the machine tool and fluid power 
industries. 

The acquisition of Golden Anderson would be an 
important addition to the Banner family and we expect 
it to strengthen considerably our Patterson-Ludlow 
division, a manufacturer of industrial and water works 
valves, as well as processing equipment for the 
chemical, plastics, pharmaceutical, and related 
industries. 

Plans call for the moving and consolidating of 
Golden Anderson operations into Patterson-Ludlow’s 
East Liverpool, Ohio manufacturing facility. This step 
would enable us to expand in the fields of municipal 
and industrial water treatment and pollution control. 
The combined Golden Anderson-Patterson-Ludlow 
operation would be under the direction of Grant A. 
Colton, chairman of Golden Anderson. 

In addition to contributing an estimated $4,000,000 
in annualized sales, the acquisition of the industrial 
truck line and the proposed Golden Anderson 
acquisition should have a favorable impact on the 
company’s overall earnings. 

Other Developments 

Fiscal 1971 also witnessed a number of other 
important developments designed to expand our 
markets, increase efficiency, and improve profitability. 
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Recognizing that the international market 
represents potential for growth in the years ahead, we 
expanded Banner’s overseas marketing operations 
during fiscal 1971. Although an agreement was not 
signed until the first quarter of fiscal 1972, the 
groundwork was completed in fiscal 1971 to license 
Seiken Industrial Co., Ltd. of Fukuoka, Japan to 
manufacture intensive mixers for the rubber and 
plastic industries in the Far East. In addition, Seiken 
Industrial also will rebuild SECO and other types of 
intensive mixers, the basic equipment used to process 
rubber and plastic compounds prior to milling or 
extruding. We currently have licensees serving the 
United Kingdom and Europe, and we expect our license 
agreement with Seiken Industrial to significantly 
broaden Banner’s operations in the Far East. 

To increase production efficiency and achieve 
greater use of capacity, we consolidated the 
operations of Progressive Welder Canada, Ltd. in 
Chatham, Ontario with those of Patterson Industries 
(Canada) Ltd. in Scarborough, Ontario. In conjunction 
with this move the Chatham plant was closed. In 
addition to manufacturing mixing equipment, 

Patterson Industries now will produce standard and 
automated resistance welding equipment and 
automated welding lines which will continue to be 
marketed under the Progressive Welder trademark. 

Capacity at our Acimet Manufacturing division for 
manufacturing and marketing industrial fasteners was 
increased at the beginning of fiscal 1972 with the 
acquisition of a new 87,000 square foot plant in 
Cleveland, Ohio. In addition to providing greater 
operating efficiency, the new plant gives Acimet the 
potential for expanding its operations to meet future 
fastener demand. 

Toward the end of the third quarter, Banner’s Giant 
Value Stores division, which consisted of three small 
retail store operations, was sold for approximately 
book value. This division in fiscal 1970 accounted for 
less than three per cent of total sales and revenues. 


During the year, we established the Plymouth 
Locomotive International Division of Fate-Root-Heath 
to further expand international marketing of industrial 
and mining locomotives throughout the world. Late 
in the year, the division received a $1,200,000 order 
for 46 six ton and nine ton mining locomotives from 
the government of Turkey. 

Financial Position 

Our financial position at the end of fiscal 1971 was 
the strongest in the company’s history. Current assets 
of $18,545,069 were 1.6 times fiscal 1971 current 
liabilities of $11,918,516. Working capital totaled 
$6,626,553 at the end of the year. 

Shareholders’ equity totaled $10,110,677, or $2.28 
a share, compared to shareholders’ equity of 
$9,328,025, or $2.10 a share, last year. And earnings 
retained in the business amounted to $4,002,350 at 
the end of fiscal 1971. 

In the past two years we have made progress in 
reducing Banner’s total debt which in fiscal 1969 
totaled $25,229,938. As of June 30, 1970, the 
company’s total debt amounted to $21,068,592, and 
it was further reduced to $15,940,149 as of 
June 30,1971. 

Interest and related charges in fiscal 1971, most of 
which were associated with the loan to finance the 
Commercial Motor Freight acquisition, were 
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$2,058,944 in fiscal 1971. As the result of our 
refinancing mentioned earlier in this Report, interest 
expenses will be substantially lower in the year now 
in progress. 

The Outlook 

Present management assumed control of Banner 
in January, 1968. During fiscal 1969, the company 
embarked upon a major expansion program with the 
acquisition of eight companies. Fiscal 1970 and fiscal 
1971 was primarily a period of planned consolidation 
as we worked to effect operating efficiencies and to 
improve our financial position. 

Indications of the progress made in strengthening 
the company financially are that at the end of fiscal 
1968, shareholders’ equity before restatement for 
pooling of interests totaled $1,392,513. At the end of 
fiscal 1971, it amounted to $10,110,667. Total 
indebtedness, $25,229,938 at June 30,1969 following 
our purchase of Commercial Motor Freight, had been 
reduced to $15,940,149 at fiscal 1971 year end. 

The final quarter of fiscal 1971 serves, we believe, 
as an illustration of the effectiveness of the direction 
taken in the preceding periods and as an indication 
of future potential. We expect the year in progress to 
be a good one for the company. 

We have entered fiscal 1972 with a number of 
favorable factors assisting us. The acquisition of the 
industrial lift truck line and the pending acquisition of 
Golden Anderson Valve can be expected to add 
important sales dollars. But probably more important, 
we expect that they would have favorable effects on 
the profit performances of Advance Foundry and 
Patterson-Ludlow. And the acquisition of Golden 
Anderson, with its product line augmenting many of 
Patterson-Ludlow’s products, coupled with our Skinner 
Engine Division would make us an important factor in 
the field of water pollution control. 

The consolidation of Progressive Welder Canada 
with Patterson Industries (Canada) and the divestiture 
of the three Giant Value Stores outlets can be 
expected to represent positive steps toward improved 
profitability. 


The reduction of our debt and conversion of our 
short-term obligations to long-term debt at 
significantly lower interest rates will have an 
important effect on earnings results. 

The acquisitions previously described represent a 
return to active acquisition search. Generally 
speaking, we are interested in well-managed 
organizations and good product lines to complement 
the products and services we now offer. 

In short, we enter fiscal 1972 confident that we have 
met and are successfully dealing with the challenges 
which confront a fast-growing company. The year can 
be expected to be a good one, and we believe that we 
have established a firm foundation for long-term 
progress. 

We wish to express our gratitude to employees, 
management, directors, and shareholders whose 
support contributed so much to the results of the 
year and those expected during fiscal 1972. 

Sincerely, 



Samuel J. Krasney 
Chairman of the Board and 
Chief Executive Officer 


October 12, 1971 
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Worldwide acceptance of Banner’s newly 
acquired heavy duty special purpose 
industrial lift truck line, which will be mar¬ 
keted under the well-known Yale trademark, 
provides challenging opportunities 
for expanding the company's base of 
operations into new markets in the 
years ahead. 
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Review of Operations 


Commercial Motor Freight, Banner’s 
largest subsidiary, marked the best 
year in its history in fiscal 1971. 
Among key factors contributing to 
this performance were continued 
emphasis on efficiency of operations 
and aggressive marketing programs 
directed toward increasing revenue- 
producing mileage. 

A common carrier, intrastate 
carrier, interstate carrier, and United 
States customs bonded carrier, 
Commercial Motor Freight serves 
shippers over routes in Ohio, 

Indiana, West Virginia, Kentucky, 
and Pennsylvania. Operations are 
conducted from 23 Commercial 
Motor Freight terminals in such 
major metropolitan areas as 
Cleveland, Akron, Columbus, 
Youngstown, Cincinnati, Dayton, Fort 
Wayne, and Wheeling. Additionally, 
Commercial Motor Freight provides 
general freight hauling service on a 
nationwide basis. 

Keeping pace with the increasingly 
diverse requirements of shippers, 
Commercial Motor Freight invested 
approximately $1,000,000 in rolling 
stock in fiscal 1971 and will invest at 
least an equal amount in fiscal 1972 
to insure optimum service to 
customers. At year-end, Commercial 
Motor Freight’s fleet totaled 697 
trucks and tractors and 1,250 trailers. 


Another important factor 
contributing to improved operations 
during the year was Commercial 
Motor Freight's continued emphasis 
on handling shipments weighing less 
than 10,000 pounds. Commonly 
known as LTL (less-than-truck-load), 
these shipments traditionally 
comprise the major portion of 
Commercial Motor Freight total 
revenues and tonnage. 

LTL service always has been a 
good source of growth for 
Commercial Motor Freight because 
it has the terminals, equipment, and 
personnel to process LTL profitably. 
Approximately 98 per cent of the 
2,300,800 shipments processed by 
Commercial Motor Freight during the 
year was LTL, and 75 per cent of 
those shipments was freight under 
1,000 pounds. 

For the year now in progress, 
Commercial Motor Freight's sales 
programs are aimed at increasing 
on-line-truckload and LTL traffic. 
Additionally, efforts designed to 
improve and expand terminals for 
greater operating efficiency are 
currently under consideration and 
can be expected to exert a favorable 
influence on performance in fiscal 
1972. 

Locomotives and Extruders 

Operations of Banner’s Fate-Root- 
Heath division, one of the leading 
producers of extrusion machinery 
and industrial locomotives under 65 
tons, continued firm in fiscal 1971. 

Fate-Root-Heath extruders and 
industrial locomotives are used in 
applications ranging from mining 
ferrous and non-ferrous metals and 
processing solid waste material to 
production of sewer pipe, dry 
chemicals, semi-plastics, food 
additives, brick, tile, foods, chewing 
gum, crayons, china, pottery, 
insulators, and fertilizers. 


Fate-Root-Heath introduced two 
new locomotives in fiscal 1971: a 
25-ton special service locomotive 
engineered for underground and 
tunneling operations and a 65-ton 
utility/maintenance locomotive for 
subway applications. Both 
locomotives represent the latest 
development in underground 
locomotive design and engineering 
and can be expected to contribute to 
the division’s future sales growth. 

Efforts to broaden Fate-Root- 
Heath’s product mix can be expected 
to show results during the year 
underway as production of heavy 
duty industrial trucks reach 
full-scale. Marketed worldwide under 
the well-known Yale trademark by 
Eaton Corporation, this line, which 
includes one of the largest electric 
drive fork lift trucks manufactured in 
the world today, should make a 
substantial contribution to the 
division's volume in fiscal 1972. 

The need to move bulk materials 
more quickly and efficiently 
continues to grow. Fate-Root-Heath's 
new line of 7Vz ton to 1214 ton 
industrial ram trucks finds important 
application in steel mills and allied 
industries, and its line of industrial 
die trucks are vital to transporting 
large dies, which can weigh as much 
as 25 tons, from one site to another. 
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Slotted hex nuts, such as those being 
produced here, will be used in the 
manufacture of off-road construction 
equipment and represent but one type of 
fastener in a broad range of standard and 
custom industrial fasteners supplied by 
Acimet Manufacturing division. 









In addition to building electric fork 
lift trucks in a variety of models 
ranging from five tons to as large as 
25 tons with special handling 
equipment to perform such jobs as 
rotating material in furnaces or 
turning dies, Fate-Root-Heath gas- 
powered lift trucks in sizes from 7 V 2 
to 15 tons are used in many 
applications ranging from handling 
packaged steel to moving lumber. 
Airports provide still another 
important market for the division as 
acceptance continues to increase for 
its gas-powered tractors used to pull 
baggage and utility cars. 

Metalworking 

Both Banner’s Advance Foundry 
and its Dubie-Clark divisions are 
quality suppliers to many different 
industries including the automotive, 
electrical, chemical, and rubber 
industries. Advance Foundry manu¬ 
factures stamping dies for the 
automobile and truck industries and 
castings used in manufacturing 
machine tools and valves. 
Dubie-Clark performs heavy fabricat¬ 
ing and machining on gas turbine 
parts; welds and custom fabricates 
aluminum, steel and other metals; 
and manufactures agitating equip¬ 
ment, liquid fuel tanks, and wheels 
for heavy road equipment. 


Installation of an automated 
Rol-A-Draw and conveyor system at 
Advance Foundry during the year 
doubles the division’s capacity for 
producing molds and makes it 
possible for the division to manufac¬ 
ture repetitive castings from 300 
pounds to 3,000 pounds. 

Valves and Blenders 

Widely acknowledged as a 
producer of quality special blending 
and drying machinery used 
extensively throughout the 
petroleum, water and waste, 
pharmaceutical, carbon, and food 
industries, Banner’s Patterson- 
Ludlow division also manufactures a 
broad line of gate, check, and 
butterfly valves. 

A highlight in the area of process 
equipment was the division’s 
development of a change cone 
blender which features a unique 
single power unit design capable of 
driving a double cone blender head, 
a “V” blender shell, or a horizontal 
ribbon blender. The potential for this 
new blender is accented by the 
increasing demand for small cubic- 
foot volume batch-type process 
equipment such as used for pharma¬ 
ceutical and cosmetic applications. 

Environmental Control Equipment 

The proposed consolidation of the 
operation of Patterson-Ludlow with 
Golden Anderson Valve Specialty 
can be expected to accelerate the 
thrust of the combined operation in 
the direction of municipal and 
industrial water sewage treatment 
and water pollution control, areas 
which have witnessed tremendous 
expansion in recent years. 

Golden Anderson has vast 
experience as a leading designer 
and manufacturer of special 
automatic valves. In addition to 
developing many new opportunities 
for Banner in the rapidly growing 
pollution control equipment field, the 
combined Golden Anderson- 


Patterson-Ludlow operation would 
be expected to broaden the 
company’s participation in the 
machine tool and fluid power indus¬ 
tries as a supplier of rotary actuators. 

Turbines, Pumps, and Mixers 

During the year, steam turbines, 
intensive mixers, and pumps 
continued as the mainstay of 
Banner’s Skinner Engine division, 
which also is recognized as a 
leading United States producer of 
UL/FM approved fire pumps. In 
addition, the division is a leading 
rebuilder and modifier of existing 
batch mixers, mills, and other 
process equipment for the rubber, 
plastics, and allied industries. 

The division’s research and 
development programs continued to 
contribute to new product develop¬ 
ment and product improvement 
during the year. Of significance was 
the development of a new SECO 
drop door intensive mixer. The first 
of these new mixers already has 
been placed in service, and it is 
expected this product will provide 
good potential for broader applica¬ 
tion in the future. 
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One of the leading producers of industrial 
locomotives under 65 tons, Fate-Root-Heath 
division locomotives, in sizes from 2'A> to 120 
tons and horsepower ranges from 50 to 1,400, 
see worldwide service in a wide variety of 
industrial and mining applications. 


Versatility of Skinner Engine division 
pumps is demonstrated by this recent general 
water supply installation in the West Side 
Station at the Dallas-Fort Worth Regional 
Airport in Arlington, Texas. 
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Skinner Engine division also 
introduced a completely new line of 
vertical and horizontal sewage 
pumps in a range of standard sizes. 
Five basic pump models, engineered 
for maximum interchangeability of 
components to reduce spare parts 
inventory, comprise the new line. 
These new pumps provide customers 
with such benefits as longer trouble- 
free service life due to complete 
isolation of the shaft from the 
liquid being pumped and renewable 
corrosion resistant and wear resist¬ 
ant shaft sleeves to protect the shaft 
and reduce maintenance. 

While steam turbine sales are not 
expected to demonstrate a sizeable 
increase in fiscal 1972, largely as the 
result of a reduction in capital 
expenditures for new petrochemical 
complexes, intensive mixer volume 
could rise sharply if efforts to pene¬ 
trate the drop door mixer market with 
Skinner Engine's new SECO drop 
door intensive mixer are successful. 
Meanwhile, continued good sales 
growth is anticipated for centrifugal 
pumps, as well as for the division’s 
new line of sewage pumps. 


Industrial Fasteners 

Banner’s Acimet Manufacturing 
division moved its industrial fastener 
manufacturing operations to new 
facilities shortly after the end of 
fiscal 1971. This new plant enhances 
Acimet’s position to satisfy demand 
for a broad range of custom and 
standard industrial fasteners so vital 
to the production and performance 
of almost every industrial product 
today. 

Fasteners supplied by the division 
include threaded rods, standard 
bolts, specialty fasteners, construc¬ 
tion fasteners, anchor bolts, forged 
nuts, cap nuts, washers, cap screws, 
bridge pins, flat countersunk head 
screws, and sleeve nuts. 

Electronics and Aircraft 

Banner Industries through its 
Technical Devices and Banner 
Aircraft International divisions 
continued to enlarge the scope of its 
activities in both domestic and 
foreign electronics and aircraft 
markets in fiscal 1971. 

Primarily a producer of equipment 
used by electronic component 
manufacturers, Technical Devices 
division markets precision equipment 
ranging from circuit board fixtures 
for production line and laboratory 
applications to numerically controlled 
machines for inserting and securing 
leads in dual-in-line integrated 
circuit packages. 

Two major developments at 
Technical Devices during the year 
were the introduction of the Mark IV 
Wave Soldering Machine, a fully 
automatic machine tool for wave 
soldering printed circuit boards, and 
the ESSON Wave Soldering Machine, 
designed for bench mounting. These 
new products are expected to 
considerably enhance the division’s 
opportunities for future growth in 
this area. 


Banner Aircraft International, the 
new name for Banner’s Cowan 
Aircraft Corporation subsidiary, made 
good progress during the year 
serving prime North American and 
overseas markets as a supplier of 
aircraft replacement parts and 
electronic components and 
equipment for original equipment 
manufacturers and aircraft operators. 
Banner Aircraft International initiated 
a long-range program to increase 
international marketing activities with 
emphasis on the distribution of 
electronic spare parts for both 
commercial and military aircraft. 

Ceramic Tile 

Sales of Misceramic Tile division’s 
ceramic floor and wall tile were about 
equal to those of fiscal 1970. 

However, emphasis on cutting 
operating costs and concentrating 
on the more profitable segments of its 
business helped to offset reduced 
sales resulting from the decline in 
commercial building and housing 
starts. 

Misceramic Tile’s major strength is 
reflected in its ability to manufacture 
and supply a full line of high quality 
floor and wall tile products to 
ceramic tile distributors, private label 
accounts, floor covering accounts, 
ceramic tile contractors, and paint 
and glass distributors. During the 
year, the division introduced a new 
line of tile featuring special finishes. 
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Consolidated Statements of Income 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30, 1971 and 1970 


1971 


Net Sales and Revenues. $58,061,175 

Costs and Expenses (including depreciation and amortization of $2,207,003 


in 1971 and $2,412,192 in 1970): 

Cost of sales and operating expenses. $47,545,888 

Selling and administrative expenses . 6,914,691 

Interest expense . 2,058,944 

Total costs and expenses. $56,519,523 


Income Before Federal Income Taxes and Extraordinary Credit. $ 1,541,652 

Federal Income Taxes. 759,000 


Income Before Extraordinary Credit. $ 782,652 


Extraordinary Credit — Federal income tax reduction from carry-forward 
of operating losses (Note 6). 


Net Income. $ 782,652 


Per Average Common Share Outstanding: 

Income before extraordinary credit . $.18 

Extraordinary credit. — 

Net income . $.18 


The accompanying notes are an integral part of these statements. 


1970 


$58,992,391 


$48,466,536 

7,414,567 

2,330,852 

$58,211,955 

$ 780,436 

392,000 

$ 388,436 


392,000 
$ 780,436 


$.09 

.09 

$.18 
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Consolidated Balance Sheets 

Banner Industries, Inc. and Subsidiaries 
June 30, 1971 and 1970 

Assets 


1971 

Current Assets: 

Cash. $ 3,711,890 

Marketable securities . — 

Receivables, less reserves of $146,238 in 1971 and $135,957 in 1970 . 6,128,872 

Inventories, at lower of cost (first-in, first-out) or market. 7,535,998 

Prepaid expenses, etc. 1,168,309 

Total current assets. $18,545,069 


Property, Plant and Equipment, at cost (Notes 2, 4 and 5). $30,673,445 

Less—Accumulated depreciation and amortization. 16,932,364 

$13,741,081 


Other Assets: 

Unamortized cost of product lines. $ 222,047 

Cost in excess of net assets of purchased businesses (Note 1). 999,912 

Transportation operating rights (Note 1). 2,979,859 

Other . 304,806 

$ 4,506,624 
$36,792,774 


The accompanying notes are an integral part of these statements. 


1970 


$ 2,437,279 
214,924 
7,549,573 
7,382,147 
1,102,370 
$18,686,293 


$33,568,193 

16,337,930 

$17,230,263 


$ 209,559 

999,912 
2,979,859 
191,306 
$ 4,380,636 
$40,297,192 
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Liabilities 


1971 

Current Liabilities: 

Short-term notes payable. $ 1,326,310 

Current maturities of debt obligations. 2,074,180 

Accounts payable. 3,813,043 

Accrued wages and vacations. 1,913,964 

Other accrued expenses. 1,834,447 

Accrued Federal income taxes and renegotiation refunds (Note 6). 956,572 

Total current liabilities. $11,918,516 

Long-Term Debt and Reserves (Notes 2, 4 and 6): 

Long-term debt (less current maturities above) . $12,539,659 

Employee pension benefits . 311,606 

Other reserves and deferred credits . 599,616 

Deferred Federal income taxes . 1,312,700 

$14,763,581 

Commitments and Contingent Liabilities (Note 4). $ — 


Stockholders’ Equity (Notes 1, 2, 3, 6 and 7): 

Common stock, 10 cents par value, authorized 12,000,000 shares 
in 1971 and 7,000,000 in 1970, issued 4,434,421 in 1971 


and 4,434,621 in 1970 . $ 443,442 

Paid-in capital. 5,664,885 

Retained earnings. 4,002,350 


Less—200 Common shares held in treasury, at cost. — 

$10,110,677 

$36,792,774 


1970 


$ 2,149,569 
2,191,971 
4,014,812 
1,562,472 
2,063,148 
314,738 
$12,296,710 

$16,727,052 
325,261 
378,444 
1,241,700 
$18,672,457 

$ — 


$ 443,462 

5,665,152 
3,219,698 
(287) 
$ 9,328,025 
$40,297,192 
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Consolidated Statements of Stockholders’ Equity 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30, 1971 and 1970 



Common 

Paid-In 

Retained 

Treasury 


Stock 

Capital 

Earnings 

Stock 

Balance, June 30, 1969 . 

$443,462 

$5,019,333 

$2,439,262 

$(287) 

Net income. 

— 

— 

780,436 

— 

Excess of proceeds from liquidation of a 
subsidiary acquired in an exchange 
of stock over June, 1969, estimated 
liquidation value . 


645,819 



Balance, June 30, 1970 . 

$443,462 

$5,665,152 

$3,219,698 

$(287) 

Net income. 

— 

— 

782,652 

— 

Retirement of treasury stock . 

(20) 

(267) 

— 

287 

Balance, June 30, 1971 . 

$443,442 

$5,664,885 

$4,002,350 

$ — 


Consolidated Statements of Source and Application of Funds 

Banner Industries, Inc. and Subsidiaries 

For the Years Ended June 30, 1971 and 1970 


Source of Funds: 

1971 

1970 

Net income . 

Depreciation and amortization. 

Increase in deferred taxes . 

$ 782,652 
2,207,003 
71,000 

$ 780,436 
2,412,192 

Total funds from operations. 

Proceeds from sale/leaseback transactions (Note 4). 

Excess of proceeds over June 30, 1969, estimated liquidation 

value of subsidiary . 

$3,060,655 

3,115,000 

$3,192,628 

300,000 

645,819 


$6,175,655 

$4,138,447 

Application of Funds: 

Reduction of total debt, net . 

Less reduction in current maturities . 

Reduction of long-term debt, net. 

Purchase of fixed assets, net . 

Other, net. 

Increase (Reduction) in Working Capital. 

$5,128,443 

(941,050) 

$4,187,393 

1,493,406 

257,886 

$5,938,685 

$ 236,970 

$4,161,346 
(1,383,600) 
$2,777,746 
1,275,558 
150,180 
$4,203,484 

$ (65,037) 


The accompanying notes are an integral part of these statements. 
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Notes to Consolidated Financial Statements 

Banner Industries, Inc. and Subsidiaries 
June 30, 1971 


1. Principles of Consolidation: 

The consolidated financial statements include the 
accounts of the Company and its subsidiaries, all of 
which are wholly owned. All significant intercompany 
transactions have been eliminated. 

In November, 1970, Banner Industries, Inc. (a Missouri 
corporation) was merged into Banner Industries, Inc. 

(a Delaware corporation) in a tax-free exchange of 
stock. The authorized common stock of the surviving 
Delaware corporation is 12,000,000 shares. 

The amounts reflected as transportation operating 
rights and costs in excess of net assets of purchased 
businesses are not being amortized since, in the 
opinion of management, there has been no diminution 
in the value of these businesses. 

2. Long-Term Debt: 

At June 30, 1971 and 1970, long-term debt consisted 


of the following: 

Interest 

Rate 

1971 

1970 

Notes and mortgages 
payable to banks 

4'/2%-9V2% 

$13,394,577 

$ 4,129,361 

Other notes payable 

4%-8V2% 

1,025,262 

1,568,662 

Note payable to 
officer 

Commercial notes 

8% 

194,000 

221,000 

payable 

12% 

— 

13,000,000 



$14,613,839 

$18,919,023 

Less—Current 




maturities 


2,074,180 

2,191,971 

Net long-term debt 


$12,539,659 

$16,727,052 


The $13,000,000 commercial note payable was reduced 
to $10,000,000 by monthly principal installments 
through March, 1971, application of a portion of the 
sales proceeds from certain sale/leaseback transac¬ 
tions (as described in Note 4), the proceeds from a 
first mortgage loan at the Company’s Fate-Root-Heath 
division of $500,000, and approximately $300,000 from 
working capital. In March, 1971, Banner’s Subsidiary, 
Commercial Motor Freight, Inc. (CMF), refinanced the 
$10,000,000 balance and a bank term loan by entering 
into a bank credit and security agreement in the 
amount of $6,530,000 and obtaining first mortgage 
loans aggregating approximately $4,000,000 on certain 
terminal facilities. 

The credit and security agreement provides for varying 
monthly installments through June, 1977, with interest 
at 2% over the lender’s prime rate in effect from time 
to time, but not less than 9%. The debt is secured by 
substantially all the assets of CMF not otherwise 
secured by the first mortgage loans. In addition, Banner 
has unconditionally guaranteed the obligation and 


has assigned, as collateral, all of the common stock 
of CMF to the bank. The agreement also provides, 
among other things, for restrictions on working capital 
of both Banner and CMF; restrictions on liquid assets, 
capital expenditures, tangible net worth and additional 
borrowings of CMF, and requires annual prepayments 
commencing with the year ending June 30, 1972, 
contingent upon results of operations, cash and 
working capital levels and certain other transactions, 
as defined, of CMF. In addition, CMF cannot make 
advances to affiliates or pay cash dividends to Banner 
without prior consent of the lender. 

In addition to the assets pledged as security for the 
above bank loan, a substantial portion of the remaining 
consolidated fixed assets are pledged as security for 
other loans. Repayment of certain of these loans has 
been guaranteed by certain officers who have pledged 
410,000 shares of Banner stock owned by them as 
security for certain of these guarantees. Principal 
payments due on the long-term debt obligations are as 
follows: 1973, $2,050,790; 1974, $1,450,805; 1975, 
$1,865,339; 1976, $1,727,534; thereafter, $5,445,191. 

3. Options, Warrants and Contingent Shares: 

The Company has an Employee Qualifying Stock 
Option Plan for certain officers and other key em¬ 
ployees and has reserved 50,000 common shares for 
issuance thereunder. Under the plan, options may be 
granted for a period not to exceed five years at option 
prices per share not lower than the fair market value 
of the stock on the date of grant. 


The status of stock options at June 30, 1971, is 
summarized as follows: 


Outstanding at beginning 

Shares 

Price 

Per Share 

of year. 

.... 26,950 

$4.12-$6.62 

Granted. 

.... 13,750 

$4.12 

Exercised . 

.... — 

— 

Canceled . 

Outstanding at end of year— 

.... 1,300 

$6.62 

Exercisable . 

.... 25,650 

$4.12-$6.62 

Unexercisable . 

Available for grant at 

.... 13,750 

$4.12 

end of year. 

.... 10,600 

— 


The Company has reserved a maximum of 219,999 
shares of common stock for possible issuance as 
additional consideration for businesses acquired. The 
number of shares to be issued is dependent upon the 
subsequent earnings of the businesses acquired and/ 
or the future market value of the Company's common 
stock. The Company also has warrants outstanding for 
the purchase of 150,000 common shares at a price of 
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Notes to Consolidated Financial Statements (Continued) 


$12.00 per share, which are exercisable at any time 
prior to February, 1977. 

Earnings per share have been computed in accordance 
with Opinion 15 of the Accounting Principles Board 
and are based on the weighted average number of 
shares outstanding in each year. No significant dilution 
in earnings per share would occur if the warrants were 
exercised or if the shares contingently issuable, as 
outlined above, were to be issued. 

4. Commitments and Contingent Liabilities: 

The Company has pension plans covering the majority 
of its employees. Total pension expense was ap¬ 
proximately $1,252,000 in 1971 and $1,124,000 in 
1970, which includes, generally, amortization of prior 
service costs over thirty to forty years. The Company’s 
general policy is to fund pension costs accrued. The 
actuarially computed value of vested benefits exceeded 
the total of pension fund assets and balance sheet 
accruals at June 30, 1971, by $806,000. The estimated 
unfunded prior service costs not accrued in the 
accompanying balance sheet were approximately 
$1,810,000 as of June 30, 1971. 

The Company has various lease agreements for 
facilities and equipment with aggregate annual rentals 
of approximately $278,000 and total obligations under 
the leases, which expire at various dates through 
1979, of approximately $1,660,000. In addition, the 
Company entered into certain sale/leaseback agree¬ 
ments in 1970 and 1971, whereby land, buildings and 
other fixed assets of certain subsidiaries were sold for 
$3,415,000 and simultaneously leased for periods of 
fifteen to twenty-five years with options to renew in 
certain cases for additional periods. The lease agree¬ 
ments provide for annual rentals aggregating $404,000 
and total rental obligations of approximately 
$9,300,000. The excess ($370,000) of the sales proceeds 
over the net book value of the related properties has 
been reflected as a deferred credit in the accompanying 
balance sheet to be recognized as reductions of 
lease rental costs over the lease terms. 


5. Property, Plant and Equipment: 

Property, plant and equipment at June 30, 1971 and 
1970, consisted of the following: 

1971 1970 


Land . $ 2 , 599,383 

Building and leasehold 

improvements. 7 , 449,871 

Transportation equipment . 13 , 569,268 

Machinery and equipment. 7 , 054,923 

$ 30 , 673,445 


$ 2,605,922 

10,277,980 

14,002,338 

6,681,953 

$33,568,193 


For financial reporting purposes, the Company provides 


for depreciation of property and equipment principally 
on the straight-line method at rates sufficient to 
amortize costs over the estimated useful life of the 
applicable property. 

6. Federal Income Taxes: 

The accompanying balance sheet gives recognition to 
anticipated future benefits to be received when certain 
costs, reserves, or deferred credits previously recorded 
by the Company enter into the determination of 
taxable income. These anticipated tax benefits have 
been offset against deferred taxes resulting primarily 
from the use of straight-line depreciation for financial 
statement purposes and accelerated depreciation for 
tax purposes. 

During the year ended June 30,1970, taxes of $392,000, 
reflected in the accompanying statement of income 
and which would have been otherwise payable, have 
been offset by operating loss carry-forwards. In ad¬ 
dition, taxes otherwise payable of approximately 
$316,000, relating to the $645,819 reflected as a credit 
to paid-in capital in fiscal 1970, have been offset by 
operating loss carry-forwards. A similar extraordinary 
credit of $253,000 was reflected in the statement of 
income in the year ended June 30, 1968. Because of 
restrictions and limitations related to net operating 
loss carry-forwards and to the potential redetermination 
of taxable income against which these carry-forwards 
may be used, as set forth in the Internal Revenue Code 
and Regulations promulgated thereunder, the use of 
all or any part of the aforementioned operating losses 
may be denied to the Company and its subsidiaries. 

7. Subsequent Events: 

On July 1,1971, the Company completed the acquisi¬ 
tion of a manufacturing facility for one of its operations 
for $400,000, plus the issuance of 12,000 shares of 
common stock. The Company subsequently mortgaged 
this facility with an 8%% bank loan payable over a 
15-year period. 

On August 4, 1971, the Company signed a letter of 
intent to acquire all of the outstanding shares of Golden 
Anderson Valve Specialty Co., Inc. and subsidiaries 
for a total consideration of approximately $2 million, 
with 10% due on the closing and the remainder to be 
evidenced by a 4% promissory note payable over 
a 5-year period. In addition, the Company will issue 
warrants, expiring in 1978, for the purchase of 163,749 
common shares at $7.00 per share, increasing annually 
by $1.00 per share thereafter. A significant portion of 
the acquired operations will be moved to the Com¬ 
pany’s East Liverpool, Ohio, facility. 
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Auditors’ Report 


To the Stockholders 
and Board of Directors, 

Banner Industries, Inc.: 

We have examined the consolidated balance sheet of 
BANNER INDUSTRIES, INC. (a Delaware corporation) 
AND SUBSIDIARIES as of June 30,1971, and the related 
consolidated statements of income, stockholders’ 
equity and source and application of funds for the year 
then ended. Our examination was made in accordance 
with generally accepted auditing standards, and 
accordingly included such tests of the accounting 
records and such other auditing procedures as we 
considered necessary in the circumstances. We have 
previously examined and reported on the financial 
statements for the year ended June 30, 1970; that 
report was qualified with respect to the effect on the 
financial statements of Federal income tax matters 
referred to in Note 6. 


In our opinion, subject to the effect on the consoli¬ 
dated balance sheet and statement of stockholders' 
equity of Federal income tax matters referred to in Note 
6, the accompanying consolidated financial statements 
present fairly the financial position of Banner Industries, 
Inc. and Subsidiaries as of June 30, 1971, and the 
results of their operations and source and application 
of funds for the year then ended, in conformity with 
generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 

ARTHUR ANDERSEN & CO. 

Cleveland, Ohio, 

August 27, 1971. 


Independent Public Accountants 

Arthur Andersen & Co. 

Cleveland, Ohio 

General Counsel 

Ulmer, Berne, Laronge, Glickman 
& Curtis, Cleveland, Ohio 


Public Relations Counsel 

David R. Buschman & Associates, Inc. 
Cleveland, Ohio 

Stock Exchange Listing 

American Stock Exchange 
Ticker Symbol: BNR 


Co-Transfer Agents & Co-Registrars 

Chase Manhattan Bank 
New York, New York 
Union Commerce Bank 
Cleveland, Ohio 


Divisions and Subsidiaries 


Banner Industries, Inc. 

Corporate Offices 
1605 Superior Building 
Cleveland, Ohio 44114 
216/696-4050 

Commercial Motor Freight, Inc. 

Columbus, Ohio 
R. F. Todd 

Services: Motor Freight. 
614/231-1811 

Patterson-Ludlow Division 

East Liverpool, Ohio 
Grant A. Colton 

Products: Industrial and water works 
valves, mills, blenders, mixers, 
agitators, conaform vacuum dryers. 
216/385-2400 

Skinner Engine Division 

Erie, Pennsylvania 
Gordon D. Colton 

Products: Intensive mixers and mills, 
steam turbines, pumps. 
814/454-7103 


The Advance Foundry Company 

Dayton, Ohio 
George A. Kramer, Jr. 

Products: Metal castings, including 
ductile iron and Strenes metal. 
513/253-4148 

Acimet Manufacturing Division 

Cleveland, Ohio 
Gerald Forstner, Jr. 

Products: Industrial fasteners. 
216/692-2250 

Fate-Root-Heath Division 

Plymouth, Ohio 
Miles W. Christian 
Products: Industrial and mining 
locomotives, ceramic machines, ex¬ 
truders, heavy duty industrial fork lift 
trucks. 

419/687-4641 

Technical Devices Division 

Culver City, California 
Melvin K. Allen 

Products: Machines and tools for 
electronics. 

213/870-3751 


Misceramic Tile, Inc. 

Cleveland, Mississippi 
S. E. Kossman 

Products: Floor, wall and decorator 
tile. 

601/843-2756 

Dubie-Clark Division 

Toccoa, Georgia 
J. Keller Cheek 

Products: Custom metal fabrication 
and agitation equipment. 
404/886-2101 

Patterson Industries (Canada) Ltd. 

Scarborough, Ontario 

Gordon J. Colton 

Products: Mixing and blending 

equipment, standard and automated 

resistance welding equipment and 

automated welding lines. 

416/694-3381 

Banner Aircraft International, Inc. 

Burlingame, California 
Sam Spector 

Services: Aircraft replacement 
parts and equipment. 

415/697-8310 












Banner Industries, Inc. 

Corporate Offices: 1605 Superior Building, Cleveland, Ohio 44114 









